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a maverick in the management side that stands up to what the union demands are or is 
it, you know, kind of a nicey, nicey well, okay we'll give a little here and take there or 
whatever? 

MR. KOKUBUN: You know, I go, I go back again of, of the constitution of the votes, you know. 
The, the State has an upper hand, they have four votes. 

CHAIR HOKAMA: So who was the fifth vote, Mr. Kokubun, in this, in this negotiation? Who 
gave the fifth vote? What County gave the fifth vote? 

MR. KOKUBUN: The fifth vote was Maui County. 

CHAIR HOKAMA: Okay, Members, you just heard it. ... Well, Members, the Chair's 
comments to you regarding this is, again, City and County of Honolulu as well as our 
County has not approved the settlement, the negotiated settlement. If we don't pass the 
funding, of course the employees do not get their raise. But then again my 
understanding is no employee gets raises in this because it's all or nothing, right, 
Mr. Kim? 

MR. KIM: Well, it's--

CHAIR HOKAMA: Kauai passed it. So Kauai's employees get it? 

MR. KIM: Kauai's (inaudible due to interruption) get it and Hawaii County, I understand. The 
City needs to pass it. 

CHAIR HOKAMA: So it's not all or nothing then, right? The contract is, is by jurisdiction then? 
If Kauai passes, passed it, that means their employees already get the raise kicked in 
and it doesn't need to depend on the vote of City and County of Honolulu and the 
County of Maui? 

MR. KOKUBUN: Again, you know, the law, Mr. Chairman, the, the law provides that the 
legislative bodies acting in concert must approve it. If it's not approved, it goes back to 
the bargaining table. I think what counsel is, is recommending is that you pass it and 
the severability section WOUld, would take care of ... any illegalities in the contract. 

CHAIR HOKAMA: Okay. Thank you, Mr. Kokubun. 

COUNCILMEMBER KANE: But, Mr. Chairman, your, your. .. your question wasn't answered. 

CHAI R HOKAMA: I know that. 
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COUNCILMEMBER KANE: So, so let's get the answer. Even if Kauai County Council passed 
it, their ... the, the ... their members will not get the raise according to what's being said. 
It's an all or nothing, meaning if one vote out of all eight votes with the State getting four 
and each County getting one, if one vote says no--

CHAIR HOKAMA: The whole contract is nullified. 

COUNCILMEMBER KANE: --then the whole thing goes back to the table, and so nobody gets 
nothing until all eight votes are in concurrence. Is that, is that correct? 

MS. YOSHIMURA: That's correct. 

MR. KOKUBUN: That's correct. All jurisdictions have to approve. 

COUNCILMEMBER KANE: Yeah. Okay. 

CHAIR HOKAMA: Okay, thank you. Thank you, Mr. Kane. Ms. Tavares. 

COUNCILMEMBER TAVARES: Yeah. Mr. Chairman, Mr. Kokubun just says it's not the 
wages part of it because if you look on that, under no. 1, wages, the additional cost for 
2000-2001 is O. The additional cost for 2002 is at 697. 

CHAIR HOKAMA: Uh-huh. 

COUNCILMEMBER TAVARES: So this is the part that's--so there are wages involved in this 
one. 

MR. KOKUBUN: That's correct. There are, there are--

COUNCILMEMBER TAVARES: Oh, I thought you said there weren't wages involved. 

MR. KOKUBUN: No, there, there are wages involved. 

COUNCILMEMBER TAVARES: Oh, okay. Okay. 

MR. KOKUBUN: I, I. .. 1 stand corrected if I misled you, but there are wages involved. Hang 
on ... 

COUNCILMEMBER TAVARES: Yeah, it's at $697,189-

MR. KOKUBUN: Yeah. 
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COUNCILMEMBER TAVARES: --the projected cost for 2002. 

MR. KOKUBUN: Right. Basically the way the contract reads is 7/2/2000 ... 2001 there's a 
2 percent across-the-board salary increase. On 1/1/2002 there's a 3 percent 
across-the-board increase. On 7/1/2002 there's another 2 percent and 1/1/2003 there's 
a 4 percent. So there, there are salaries involved. 

COUNCILMEMBER TAVARES: Uh-huh. Wasn't this salary package negotiated at the last 
contract, the '00, '02 and '03 or whatever it was? 

MR. KOKUBUN: This--

COUNCILMEMBER TAVARES: It's not just negotiated now because it's, 2000 is reflected 
here. 

MR. KOKUBUN: Right, right. 

COUNCILMEMBER TAVARES: So it was negotiated before. So under the old contract--

MR. KOKUBUN: No, this, this contract basically is for the period July 1 st, 2000 .. .'99 to 
June 30th

, 2003. It's just that the first two years of the contract there was no increase. 
The, the cost items is baSically for 2002. 

COUNCILMEMBER TAVARES: So there, that all these guys are working without a contract 
now is that the, the story? 

MR. KOKUBUN: Excuse me. 

COUNCILMEMBER TAVARES: The UPW, this unit is working without a contract right now? 
Is that what it is? 

MR. KOKUBUN: Yes. 

COUNCILMEMBER TAVARES: Okay, thank you. 

COUNCILMEMBER ARAKAWA: Mr. Chairman. 

CHAIR HOKAMA: Mr. Arakawa. 

COUNCILMEMBER ARAKAWA: So essentially what you're saying is you negotiated this two 
years ago, you didn't come to the Council to get it approved two years ago? Is, is--
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MR. KOKUBUN: No. 

COUNCILMEMBER ARAKAWA: --that what you're saying? 

MR. KOKUBUN: No. There ... this was recently negotiated. It's just that, you know, there 
was, there was ... there were delays and--

COUNCILMEMBER ARAKAWA: If--

MR. KOKUBUN: --extensions of the contract and so forth and ... but the contract does go back 
to, you know--

COUNCILMEMBER ARAKAWA: If the contract was binding for the year 2000, then it had to 
have been negotiated and enforced in some way; otherwise, there was no contract. 

MR. KOKUBUN: Yeah. The old contract went July 1st. 1995 to June 30th
, 1999. Thereafter, 

there were extensions to the contract and I believe the extension went to January 2000. 
The contract, the contract was extended, okay, and there was a period in there where, 
you know, yeah, there was, there was no contract after that. 

COUNCILMEMBER ARAKAWA: I still. .. 1, I'd like to make a motion to defer. 

CHAIR HOKAMA: Before, before the Chair would ask, before that motion, Mr. Arakawa, the 
Chair's comment would be again, one is we can defer, Members. Two, we can 
recommend rejecting this, as Ms. Tavares indicated is an option she would consider. 
Third, we could pass this out and position it for the June 1st Council meeting at which 
time we can also send a letter to the Attorney General to respond to the concerns that 
obviously we share with Kauai County and we'll see if the Attorney General feels to 
respond or not, and at that time we can make either a rejection, a recommittal, or an 
approval of the resolution. So there's many ways to do this, Members. You know, the 
interesting thing is we have questioned a portion of a negotiated agreement and I would 
assume the State had their attorneys in there, and I don't know why they wouldn't be 
responding to a portion of this agreement they, they obviously agreed to. So, Members, 
most of you have already, a vast majority has indicated deferral. I have rejection from 
one end, approval with reservations on the other end. 

COUNCILMEMBER TAVARES: ... (Chuckle) . .. 

CHAIR HOKAMA: .. . (Chuckle) . . . 

COUNCILMEMBER KANE: The bookends. 
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COUNCIL MEMBERS: ... (Laughter) . .. 

COUNCILMEMBER TAVARES: The troublemakers on the ... (chuckle) . .. 

CHAIR HOKAMA: No, no. I think it's, it's very healthy that there is this no unified position, and 
again it's, it's part of who we are as Maui County. . . . (Chuckle) . .. We don't roll over 
for the State of Hawaii. So ... okay, Members, so I gave you the range of options before 
us and--

COUNCILMEMBER ARAKAWA: Again--

CHAIR HOKAMA: --again, you know, depending on what option we choose to do, the Chair 
will make the appropriate adjustments in the Committee calendar, if required. 

COUNCILMEMBER ARAKAWA: Mr. Chair--

CHAIR HOKAMA: Yes, Mr. Arakawa. 

COUNCILMEMBER ARAKAWA: --again I, I move, I move to defer. 

COUNCILMEMBER CARROLL: Second. 

CHAIR HOKAMA: I have a motion for deferral made by Mr. Arakawa, seconded by Mr. Carroll. 
Mr. Arakawa. 

COUNCILMEMBER ARAKAWA: Yes, Mr. Chairman. Looking at this, these two positions, I 
don't particularly care for the deferred compo position on it and rather than flat out reject 
it, which is my other option on this, I prefer to defer and see if there's legal grounds for 
this to be done. I personally have my doubt on that, that we can force the employees to 
participate in a plan like this. I really would like to see a Attorney General opinion. 
Otherwise, my vote would be no on this contract and let it go back to renegotiation. But 
I would prefer to give it a, give the Attorney General a chance to come back and discuss 
it with us 'cause I really don't like that, that clause and we are negotiating for the, the 
County of Maui and our employees as well as the citizens of Maui County. And I just 
want to err a little bit on the side of caution to get the opinion, legal opinions. 

CHAIR HOKAMA: Okay, thank you. Any other discussion on the motion? Ms., Ms. Tavares. 

COUNCILMEMBER TAVARES: Yes, thank you. At this time I'll support the deferral, but I, 
I. .. more I look at this I'm leaning toward rejection. But I think we should have a little 
more information before that. I, I would really like to caution everyone about that health 
fund business. I know we're focused on the deferred comp., but that health fund part 
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really upsets me. This is another way of hiding a percentage to me that's ... you know, 
yes, we can control it with the dollar amount, but at the same time, you know, there's 
other dollar amounts, not just that 40.30. If you look throughout that, there's 60 percent 
plus another $2, 60 percent plus another $5. I mean we're getting these other amounts 
thrown in there and this is going to, believe me, set a precedence for every other union 
that follows after this contract. These union contracts are almost public documents, 
everybody will know what everybody else is doing. So I would just ask us to look at that 
very carefully and if we have the opportunity to send a message, to me we should take 
that opportunity. I mean it may go back to negotiations if we, you know, should reject 
this and in the negotiations it may come out the same thing, but. .. 

CHAIR HOKAMA: Uh-huh. 

COUNCILMEMBER TAVARES: ... you know, to just say oh well, you know, we'll just go along 
and wait for whatever. The deferred compo thing is one question, but I think maybe the 
bigger question is all of these dollar amounts that are tacked on to the percentages of 
what the employers contribute to the various plans. So at this time I'll support 
deferment. I'll anxiously await the matrix from DPS on how the contracts have looked 
historically. We need to get a handle on some of these contracts now or, or we'll have 
to pay for it in the future for all unions. So, thank you. 

CHAIR HOKAMA: Okay, thank you. I think you bring up a very good point, Ms. Tavares, and 
again private sec ... , you know, it appears that they want the best of, of the public and 
private sector collective bargaining. I mean, you know, the trades people have the 
annuity program--

COUNCILMEMBER TAVARES: Yeah. 

CHAIR HOKAMA: --the carpen ... , you know, the journeyman program, the masons, the 
carpenters and ... but, you know we ... government we have the employee retirement 
system that's set up for taking care of those things. So, you know, I can appreciate your 
concern about having more than one fund and one fund especially that we have no 
control over. So I can appreciate that. Ms. Johnson. 

COUNCILMEMBER JOHNSON: Yes. I, I really want to thank Charmaine because I think it's 
going to be helpful when we do get a chance to look at some of these other contracts 
and some of the inconsistencies because I do believe it, it. .. once you do establish a 
precedent, believe me, it, it does create a problem, and I don't know that we want to go 
down this road. I, I think the other thing that I would ask the Chair to do because we 
don't, first of all, have a legal ruling, I think that that is also very troublesome to me. I 
would hope that maybe you would entertain sending a letter to the Attorney General's 
Office stating that basically we did defer because we're awaiting some kind of response 
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so that we don't get blamed for not taking any action. I think that it's, you know, the ... if, 
if the responsibility rests, it rests with the State once again, and I think that the County 
really should send a message, if nothing else, to the Attorney General's Office that we 
don't appreciate being ignored. 

CHAIR HOKAMA: Okay, thank you. Mr. Molina. 

COUNCILMEMBER MOLINA: Yeah. Thanks, Mr. Chair. Again, I, I would like to see more 
information on this and especially that of the legal opinion. The only thing that's 
unfortunate out of this to me is delaying again the pay raises for our employees there. 
But, you know, what. .. the concern over the deferred compo plan, I think it's prudent on 
our part to do more research on this before making a decision. Thank you. 

CHAIR HOKAMA: Okay. 

COUNCILMEMBER MOLINA: So I'll be supporting the motion for deferral. 

CHAIR HOKAMA: Thank you. Any other discussion? 

COUNCILMEMBER NISHIKI: Yeah, I, I, 1--

CHAIR HOKAMA: Mr. Nishiki. 

COUNCILMEMBER NISHIKI: And I, I don't need to ask Ray the question, but I just want to 
make a statement, Ray. If this action that you participated in was precedent setting, 
then I'm a bit disappointed in you. Number two, when was asked about. .. you know, 
how the votes went, again you said that you voted as part of the State plan. I, I would 
truly hope that. .. you will give us a full explanation if this is precedetting [sic] 
setting ... maybe at our next meeting, Mr. Chairman, why we took this road and, and an 
explanation. And, and personally I would want to know who else perhaps we can select 
to represent us or are we bound by the Personnel Director as the person within this 
team to go out and negotiate on our behalf. Okay. 

CHAIR HOKAMA: Well, Charter review. It's a good time to look at it. Okay, Members, any 
further discussion on the motion on the floor which is to defer? Seeing none, all in favor 
say aye. 

COUNCIL MEMBERS: Aye. 

CHAIR HOKAMA: Opposed say no. Motion is carried. Item is deferred. 
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AYES: Councilmembers Arakawa, Carroll, Johnson, Kane, 
Kawano, Molina, Nishiki, Tavares, and Chair Hokama. 

NOES: None. 

EXC.: None. 

ABSENT: None. 

ABSTAIN: None. 

MOTION CARRIED 

ACTION: DEFER pending further discussion. 

BF-13: PROPOSED BILL AUTHORIZING THE REFUNDING OF $30,000,000 IN 
GENERAL OBLIGATION BONDS (REFUNDING THE 1995 AND 2000 
OUTSTANDING BONDS) (C.C. No. 01-105) 

CHAIR HOKAMA: Okay, Members, we have one last item before us this morning. This is Item 
No. 13 from Department of Finance, a request authorizing the refunding of $30 million in 
general obligation bonds for the County of MauL Budget Director, any comments at this 
time? 

MS. YOSHIMURA: No comments, Mr. Chair. 

CHAIR HOKAMA: Thank you very much. Mr. Lo, good morning. Comments? 

MR. LO: Just some fast comments. This is actually just an authorization in case the rates 
come to a level where we can refund these. We actually were in a window of 
opportunity earlier in the year, but right now we're about half a percent off on the 
refunding of these for it to make financial sense. But this will provide us flexibility. Just 
for your information, the Fed did lower rates by half a percent today. However, on the 
long rates there's all kinds of other news. So the long rates, the long bond did not come 
down as much. So in any event that's, we're here for the flexibility to refund if rates are 
in the right area. 

COUNCILMEMBER TAVARES: Mr. Chairman. 

CHAIR HOKAMA: Ms. Tavares. 
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COUNCILMEMBER TAVARES: Yeah. Could I ask Mr. Lo ... there are, aren't there ... there 
are no prepayment penalties for refinancing or are there? Or not prepayment penalties, 
but penalties ... . (Chuckle) . .. 

?: Penalties. 

MR. LO: You can't, you cannot refinance bonds. So what they do is they refund them and, 
and what, what happens in, in a--to try to make it as simple as possible--basically we go 
and get some money at a lower rate, we throw into an account and we pay, and we pay 
those bond holders out of that account. So actually our, our net savings we, 
we ... there's a formula to get a net savings on that. So in essence we never repay, 
prepay them. 

COUNCILMEMBER TAVARES: Okay. 

MR. LO: But, but there is a ... a cost to doing it. So ... 

COUNCILMEMBER TAVARES: Uh-huh. 

MR. LO: ... 1 mean in a sense it turns into being a penalty. 

COUNCILMEMBER TAVARES: Uh-huh. 

MR. LO: So that, that's why rates have to come down by ... we have to have a, at least a 
3 percent present value savings on the whole thing for it to make economic sense. 

COUNCILMEMBER TAVARES: Mr. Chairman, also ... it seems like, you know, because our 
process takes awhile and we may miss certain windows of opportunity, is there some 
sort of thing that we can do so that the Finance Department, when the time is right, can 
go in to get us a better deal because it eventually saves us money. Is there some 
mechanism that anyone can suggest where these bonds can be, you know, refinanced 
or whatever they do with it to get us a better deal without them coming to the Council for 
approval for specific bonds? 

CHAIR HOKAMA: Mr. Moto, did you have an opportunity to hear Ms. Tavares' comments? 

MR. MOTO: Yes, I did, Mr. Chairman. 

CHAIR HOKAMA: Can you give us some thoughts on what it would take to make it happen? 

MR. MOTO: You know, Mr. Chairman, I'm sorry, I'm just drawing a complete blank at this 
time. I, I'm trying to remember. Sometime ago, about two years ago we did work on a, 
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on a project to see if we could accelerate the process of refunding bonds in advance 
basically to ... be, because the refunding of bonds, as Mr. Lo has explained, 
Mr. Chairman, is so much dependent upon long-term interest rate behavior and 
because that those rates can change on a month-to-month basis. We did some 
research and attempted to see if we could find that out. Unfortunate, right now I, I can't 
remember anything from that period. I'm just drawing one of my blanks. I. .. 1, I do 
know, I remember that because we were not able to or for--I can't remember--we, we 
still continued the practice that, that's the subject of today's agenda item, which is that 
when the Finance Department, and it usually begins from the Treasury Office, that the 
Finance Department and Treasury have, have reviewed the long-term interest rates and 
if they see them going down like this over time, they already start thinking okay, maybe 
there's an opportunity to refund these bonds and then they go through, through 
mathematical calculations to see okay, how much would interest rates have to draw up, 
which, which ... which bond series that have, that are extant, that are outstanding are 
the ones that are most likely to be refunded. And typ ... , and typically you would pick 
the, the highest, you would take the highest interest cost bond series and refund those. 
Over time the County has actually refunded a substantial amount of its re ... , of its 
outstanding general obligation bonds. And the series that are identified for you today in 
this ordinance--now they happen to be 2000 Series A and 1995 Series A--are really the 
only series I think left or remaining which realistically have any chance of being 
refunded at a lower interest rate. And having said that, as Mr. Lo has said, that even 
though these are the ones most likely ... to be refunded, the long-term interest rates are 
still too high to actually do it. It wouldn't make sense now. It is possible that if the 
long-term interest rates fall a bit more, that they will be refunded. I'm sorry if I was not 
really able to address your larger question. I just. .. 1, I'd have to go back and look at my 
notes and refresh my memory. 

COUNCILMEMBER TAVARES: Yeah. Mr. Chairman. 

CHAIR HOKAMA: Yes, Ms. Tavares. 

COUNCILMEMBER TAVARES: I, I don't know what your feelings might be about this 
particular topic, but it seems like over time we have done, given authorization to the 
Finance Department to do certain things that are, that result in a benefit of savings for 
us, such as fronting money from the General Fund until we have enough money to 
actually go out for a bond authorization or to float a bond. If this is something that 
is ... that will help us realize more savings, I think it's something we should seriously 
look into. But, you know, as Chair of the Finance, Budget and Finance Committee, you 
know, I'd like to hear maybe what you, you might be thinking about in regards to, you 
know, giving more or less a blanket authority with maybe a reporting procedure to be 
put in place so that we can take advantage of these, you know, fluctuations in the bond 
market interest rates. 
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CHAIR HOKAMA: My, my thoughts, Members ... in general, I am very leery of preauthorizing 
Council approval on anything, and that's why for me I'm even willing to sunset certain 
things and allow the Administration to come back for re ... , reauthorization to justify the 
trust that they have requested from Council. 

COUNCILMEMBER TAVARES: Uh-huh. 

CHAIR HOKAMA: And that's what it is. It's ... you know, when you give preauthorization, 
you're giving them a level of trust--

COUNCILMEMBER TAVARES: Right. 

CHAIR HOKAMA: --and, and a commitment that you don't need to return back to the 
Legislative Branch. Well, I've come to believe that at times our trust has been abused, 
and whether it's by departments or not, I have a concern. But I need to balance 
it 'cause you folks know how I am about trying to save money and, and to make use of 
the window to, to, for Mr. Lo to lower the amount of debt the County has to pay. So I 
don't know, maybe, maybe we can do it, a trial but with a sunset date ... 

COUNCILMEMBER TAVARES: Uh-huh. 

CHAI R HOKAMA: ... and that they can come back for reauthorization after the date, but just 
give them a limited period with reporting requirements. That, that option might work. 
But, Wes, why don't you tell the Committee what are the minimum requirements you, 
you look for before even pursuing red ... , refunding and reauthorization of, of bonds. 

MR. LO: Mr. Chair. Not to get too complicated, but basically we again look for that 3 percent, 
what we call present value savings over the life of the bonds. That would cover our 
issuance cost and ... something called a defeasance cost, which is a fairly technical 
thing. But that's the first thing we look for and, and I guess, you know, chatting with 
Mr. Moto here regarding the authorization for refunding, typically you don't go in for a 
refunding unless you're going to issue another bond issuance anyway. So I think in the, 
in the ... as you move forward and we see that we're going to be issuing a bond, we 
should bring it to the Budget and Finance Committee to get that authorization for all 
outstanding issues at that point in time 'cause economically it doesn't make sense 
unless you have a, such a large refunding that you would do just a standalone refunding 
transaction. Although, it could happen. We're not in that position right now. But those 
are the, the basic things we look for and, and we look for what's close to being in the 
money. I think that this, these two series ... we were always close but, you know, we 
never quite got there but we, we ... we were hoping that the, the actions by the Fed 
would have given us some chance, and we still got an opportunity now with ... 1 think 
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there's another meeting on June 20th or something of the Fed Open Market Committee. 
So, you know, we're seeing how it's going, but the minimum requirements is that we 
get, we get the authorizations and, and we don't know until the day. I mean frankly for 
this upcoming bond we're, we're actually not going to have our conference call until 
tomorrow and we decide tomorrow what we're going to do. I mean it's, it's pretty touch 
and go to make sure that the rates are right where we want 'em to be for the savings. 
Now we have some time when we issue a new bond to do a refunding. So that's why 
we want this authorization. Our, our expenses .. .they won't double up on us if we do it 
within let's say probably a 60- to gO-day period, unless there's some dramatic changes 
in, in the County which, you know, obviously we don't, we don't foresee. 

COUNCILMEMBER TAVARES: Mr. Chairman. 

CHAIR HOKAMA: Yes, ma'am. 

COUNCILMEMBER TAVARES: Yeah. I, I was just thinking, too. Maybe what, what could 
help without giving them the blanket approvals is if you had a standing Committee item 
that was for this purpose and we at least could shave two weeks off of a process if we 
could do or the Finance Department could do a direct referral to the Committee. Maybe 
that would help with some of the time. Because it doesn't happen that often, but 1--

CHAIR HOKAMA: That's correct. 

COUNCILMEMBER TAVARES: --I do recall back when that, that I think there was one 
refinancing that saved us over a million dollars sometime, sometime ago. Maybe there 
were two of them. I know it doesn't happen very often, but I would hate to have us miss 
out an opportunity. But if there is enough time and if we can shorten it a little bit, you 
know, by having that item standing in the Committee, that that might accomplish what 
everybody is trying to do, I guess, and still keep control. 

CHAIR HOKAMA: Uh-huh. No, I'm very open to that and I'm willing to do that. Wes, you 
know, since we just went through budget, on that Solid Wastewater State Revolving 
Fund, 10.4 million, by doing it that way the County of Maui saved $3 million over the 
term of the, the borrowing. Okay. Did we already go out and get and float the bond for 
that $10 million of improvements prior to getting the State Revolving Fund monies? 

MR. LO: Mr. Chair, no. That, actually, money is applied for as the projects come forward. We 
have a, I believe we have some form of commitment from the State Revolving Fund. 
It's actually Department of Health monies that are channeled for that and for wastewater 
functions. So every time we do a thing, we go out to bid and we get these big, long 
documents. It's not actually a separate bond. In this case we're actually--I just signed a 
couple of 'em--we actually are just starting on the process. So we never floated a bond 
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and I don't believe we even advanced any money on them. We will now start taking 
money down on this revolving fund, moving forward. 

CHAIR HOKAMA: Okay. Okay. So these, this up to $30 million is money, bonds already 
floated, correct, and you're just trying to get us--what kind of savings you're looking at 
us, for us ... if, if we, we hit the marks, you hit the marks with the percentage and 
everything else, Wes? Half a million dollars, $1 million? 

MR. LO: .. . (Chuckle). .. Let's see ... if, if we make that half percent, let's see, on 30 million 
that would be a 3 percent present value. So, you know, I guess that's going to be--what 
does that work out to be about? I'm going to guess that's going to be about 900,000 
savings over the life of the, the bonds if we were to hit that. .. 

CHAIR HOKAMA: Uh-huh. 

MR. LO: ... and on a present value basis. I think on an absolute dollar basis is obviously 
much large, but I mean on a present value basis. Yeah. 

CHAIR HOKAMA: Right. 

COUNCILMEMBER TAVARES: That's significant. ... (Chuckle) . .. 

CHAIR HOKAMA: Yeah, it's worth it. I mean ... a million dollars is a million dollars, Members. 

COUNCILMEMBER NISHIKI: Mr. Chairman. 

CHAIR HOKAMA: Mr. Nishiki. 

COUNCILMEMBER NISHIKI: Yeah. Wes, on something like 30 million, what do you pay for 
the issuance of the bonds? I think one of the cost that you mentioned was the 
issuance. Just a ballpark figure. And you say we're going to save a million, but what is 
that cost on the--

MR. LO: Uh, let's see. The ... 

COUNCILMEMBER NISHIKI: How is it calculated? 

MR. LO: Well, there's, there's a couple. There's, there's some fixed costs associated with 
issuing a bond and then there's some cost associated as you get in a higher dollar 
amount. .. and we go out to bid for that. I'm going to guess that our fixed costs where 
no matter what size you issue is probably going to be for a new bond issuance ... I'm 
guessing around 100 to 125,000, I think, Brian, is ... you may not be aware, I think that's 
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approximately where we're at, and then there's what they call a takedown fee which is 
a, a variable cost which goes up just depending on how much, how much you borrow. 
So I think of the last few, few bond issuances is we spent under $150,000 to issue, but 
they were small issues. Now for on a refunding, again those fixed costs of 100,000 stay 
there, the takedown fee gets higher, but so at least we ... our actual borrowing cost gets 
smaller the more we borrow. So that's why when we pass that, that law that allowed us 
for three years to fund, it's going to give us a greater size so that our economies ... just 
costs are going to go down. 

COUNCILMEMBER NISHIKI: And your, and your speculation is you're going to, you're going 
to hit this just around the same time that while you, you're speculating that the Feds are 
going to go drop another half percent is what you're, you're predicting? 

MR. LO: Well, we're, we're probably going to be issuing the new money portion of this bond 
by June probably because it's such a good rate right now. We're guessing, we're 
hoping it will be under 5 percent or somewhere pretty close to 5 percent. Last year we 
just made under 6 percent. So it's a big, big difference. So what, what happens is we 
need to make sure that, you know, we're going to hedge ourself, we're going to go and 
issue that new money which is about $9% million, just issue it, get that good rate. Now 
if rates go down some more, we have a window of time that we can go maybe in June 
or July, maybe up to July. If rates go down some more, we can just go and say okay 
we're going to refund the rest and we've done all the work already. So the, the 
documents are still good. So there's minimal added cost to that. So I don't, at this point 
in time I don't see these two issues going in this month, but we're hoping that in June 
with a ... some more movement by the Fed there's a possibility of it. So really we're 
looking for the flexibility on this thing just in case it goes down to that level. 

COUNCILMEMBER NISHIKI: Okay. So that's the window where you ... by allowing you to do 
this now you've got that opportunity to decide exactly when you want to go for it? 

MR. LO: Yes, although ... and Mr. Moto can correct me if I'm wrong, but this actually gives us 
authorization next year. I mean this actual ordinance will allow us at any point in time 
that there seems to be, you know, good enough savings, that this is now, this refunding 
is authorized. So we will never have to take this up again. This is how this is written. 
Yeah. 

CHAIR HOKAMA: Okay, thank you. Any other questions? 

COUNCILMEMBER NISHIKI: How has been your, how has it been in your ... speculation or, 
or, or timing of, of these bonds? 

MR. LO: .. . (Chuckle) . .. 
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COUNCILMEMBER NISHIKI: How has it been? No, has it been good? What is your record? 

MR. LO: .. . (Chuckle) . .. I think from a long-term perspective--

CHAIR HOKAMA: We want the swami now. 

MR. LO: Yeah, I know. 

COUNCIL MEMBERS: .. . (Laughter) . .. 

MR. LO: The long-term--well, okay, the rates either can go up, down, or stay the same. That's 
the way I figure it, but. .. 

COUNCILMEMBER NISHIKI: .. . (Laughter) . .. 

MR. LO: No. In, in, in the ... in the long ... if you look at the long range ... all. .. the historical 
thing of rates, we are at a very good time the last few years issuing bonds. Now that 
just says, you know, in the, the whole long, big picture of all these things going up, you 
know, we're at a good time now. When it comes to going ups and downs, I mean it's, 
it's like gut wrenching. I mean rates were going down because everybody's saying the 
Feds going to do all this stuff, and then all of a sudden there's this inflation risk. So the 
long-term rates go up and the Feds are lowering rates. So in the short term it's been a 
really volatile market for us, I mean. But, you know, hey you can never get, expect to 
get the very bottom of the market 'cause you take too much risk. You get it when it's 
low and you just do it. It's a ... you know, it's, it's been a ... we've been okay. I think ... 
--(CHANGE OF TAPE)-- ... all over again, the last two bond issuances. Maybe it 
would have been better to do it a little bit earlier, but we would not have known because 
you see the rates come down and that's when you should do it, but then you gotta go 
through this whole thing. So it's, it's been a learning experience and, and now that we 
got this chance to look over a three-year period it's going to make it, actually we'll have 
to study this a little bit more, but the best thing is, you know, to borrow money as late as 
possible as opposed to, you know, (inaudible) soon as possible. But we've been okay. 
I think in the long run we've been well served by the, the lower interest rates over the 
last few years. But in any given day, who knows, you know. 

COUNCILMEMBER NISHIKI: Thank you. 

CHAIR HOKAMA: Okay. So, Wes, specifically you're asking for authorization when you need 
it to, to ... have general obligation refunding bonds authorization, right? That's what 
you're asking for, the refunding bonds authorization, which is different from regular G.O. 
bond? 

- 39-



BUDGET AND FINANCE COMMITTEE MINUTES 
Council of the County of Maui 

May 15, 2001 

MR. LO: Well, it's specifically asking for these two series that if, if the rates come appropriate, 
we can refund these, specifically these two issuances which are already outstanding. 

CHAIR HOKAMA: And the unofficial impro ... ,--what's the word?--upgrade in our rating has 
nothing to do with what you're trying to do, has no impact either good or bad? 

MR. LO: Well, it has a good impact. The rating, the ratings upgrade does have a good impact 
because we can borrow at probably slightly cheaper rates. But I don't think it's, I mean 
at this point we're, we're kind of far out of the money. We're at, you know, half a 
percent off. I don't think that it'll make that much of a difference. 

CHAIR HOKAMA: Okay. Okay. And if you do want to refinance any other type except '95 
Series A and 2000 Series A, you would need, you would need to come back to Council? 

MR. LO: We currently have authorization to do 1996's which is we're looking at, we're about 
10 basis, 10 to 15 basis points off. So we're very close on that, and that was previously 
authorized. I'm not sure when that authorization came through, but previously 
authorized by Council. But I think, as Brian says, I think that's about it. We may have 
just a small portion of some '93s which is not even frankly, I mean it's really a puny 
amount. 

CHAIR HOKAMA: Wes, you currently have a, any reporting requirements? Let's say maybe 
once a year you would need to report back to Council and give us a status of where you 
are with the bonds like '96, you know, request for refunding, given blah, blah, blah date 
by Council, current we're paying whatever it is, 7 percent, waiting for this and that 
before you do are ... , refunding. 

MR. LO: I. .. the only reporting requirements I, I can recall is we send out quarterly a 
statement of funded indebtedness, I, I think it's quarterly which, which doesn't give you 
that much specifics, and in a quarterly report we go over the debt service. I, I'm thinking 
if you're looking for, and obviously in our Annual Financial Report we, we give a report 
of what's outstanding, but if you're looking for something further, I can work with your 
office to provide a little more detail in regards to that. 

CHAIR HOKAMA: Okay. Members, you have a problem? The Chair was thinking of adding 
that reporting requirement--

COUNCILMEMBER TAVARES: No problem. 

CHAIR HOKAMA: --from Department of Finance back to Council. And again I don't, I, 
I. .. we'li work with Mr. Lo. I don't know what is, you know, whether once a year is the 
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right reporting, review, or--what do you think, Wes, once a year is good enough on this 
stuff? I mean it takes awhile before you, you come even close to anticipating the 
refunding anyway, right. .. 

MR. LO: Uh ... 

CHAIR HOKAMA: ... or can it happen so fast that we, we--

MR. LO: Yeah, you know, I mean it. .. and I think ... and not that I. .. (chuckle) . .. want to 
inundate you guys with more reports or stuff, but you might want to look at it, not just, 
just a piece of paper quarterly 'cause you can see the ... what the rates are doing 
'cause, you know, so that it can at least be brought to your attention. I mean not that 
you want to look at all the details, but you want to see where the current rates are and 
not that we would necessarily know, but at least you get an idea well, rates are good or 
rates are bad and you know where we are. I mean it might not be a bad idea for the 
Council to at least quarterly just to look at what the rates are and where our debt is. I 
mean it's more just to keep you guys in tune with the market 'cause the longer you stay 
out of the market--I mean every year you're going to go like what, you know, where 
were we, what, you know, what happened. So ... 

CHAIR HOKAMA: Right. 

MR. LO: ... and, and I know I probably shouldn't have suggested that 'cause I'll have to do the 
reports but, you know, you should look at your rates quarterly I mean for, even 
for ... even for money management. I mean it's, it's just to know where you are and 
what the forecasts are and we do that, we do that internally anyway. So it's not going to 
be a hard thing for us. 

CHAIR HOKAMA: Okay. Members, the Chair's recommendation is to pass this out to full 
Council for first reading as well as amend the bill to have a reporting, quarterly reporting 
from Department of Finance back to the Council. 

COUNCILMEMBER KANE: So moved. 

COUNCILMEMBER MOLINA: Second. 

CHAIR HOKAMA: Okay. have a motion from Mr. Kane, seconded by Mr. Molina. 
Discussion, Mr. Nishiki? 

COUNCILMEMBER NISHIKI: Yeah, just the curiosity question. What, what were the rates in 
'95 on these bonds? 
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MR. LO: Oh, shoot. ... When you ask the rates, the problem is that they're, they're issued by 
$5,000 increments, so they're all over the place and I, I would have to get the __ 
rate for you and, and I'm trying to see--I, I don't have that right, with me right now. But 
it's ... I'd, I'd have to get that for you. I, I couldn't even guess at this point in time 'cause 
they're all over the place. 

COUNCILMEMBER NISHIKI: Okay. 

CHAIR HOKAMA: Okay, thank you. Mr. Molina. 

COUNCILMEMBER MOLINA: Thank you, Mr. Chair. Question for Mr. Lo. Wes, with the 
downturn on ... with the economy on a national level, what's the general rule of thumb? 
Then, I guess the likelihood of interest rates will go low in order to, to stimulate the 
economy again? 

MR. LO: Well, I mean I guess there's, there's all kinds of schools of thought and maybe I'd 
be ... 1, I'm not an economist, so it would be hard to say. But what we're seeing right 
now is that. .. probably on the short-term side they are lowering rates and in fact there 
was a half percent reduction today in the short-term rates, I'm going to say probably out 
to maybe five years. That rates have come down to very low levels. The problem is 
there, there's this inflation risk now so that the long-term rates have stayed up 
there--again, I'm kind of into my zone here--but what that means is that I mean in theory 
short-term rates and long-term rates over the life should be exactly the same. I mean if 
you take a variable rate mortgage or you take a fixed rate mortgage, in theory at the end 
of 30 years they should be the exact same rate 'cause its expectations. I mean my 
uneducated opinion is, is that the Feds ability to reduce rates ... has, has been a very 
amazing thing to us. I mean we've never seen this. So that there is a little bit of a lag in 
our economy right now before the actual lowering of short-term rates is actually going to 
stimulate the economy. So I suspect in about six to nine months you'll start seeing 
rates heading back up again because the Fed has obviously shown the ability to lower 
rates and frankly, I think the Fed is more afraid of inflation more than anything else than 
recession. I mean I think they, if they took their pick, they'd take recession before 
inflation. . .. (Chuckle). .. So 1. .. 1 mean that's un ... , totally uneducated, but I'm 
going ... 1 think you're going to see that probably in 9 to 12 months if inflation starts 
rearing its head which it already slightly is, they're going to start raising it just as quickly. 
So I think we're in a pretty good time. Now I, I. .. having said all that, I think that 
Mr. Greenspan has a pretty good control of the interest rates and ... we won't see the 
rates of the, I guess, in the '80s where we ... '70s and '80s where Paul Voker 
was ... rates were at 17 percent, 18 percent, and I think he has a much closer, tighter 
ban and his, his willingness to move on 'em is, is just, you know, is I guess admirable. 
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You know, he, he ... he's really knocking away at that, you know, economy. So just, just 
again ... understand, it's a totally uneducated opinion, but so don't hold me to it. 
.. . (Chuckle) . .. 

COUNCILMEMBER TAVARES: .. . (Chuckle) . .. 

COUNCILMEMBER MOLINA: Well, thank you for that opinion. 

CHAIR HOKAMA: Okay. Anyone else for ... or any other discussion? We do have a motion 
on the floor. All in favor say aye. 

COUNCIL MEMBERS: Aye. 

CHAIR HOKAMA: Opposed say no. Motion carried. 

VOTE: AYES: Councilmembers Carroll, Johnson, Kane, Kawano, 
Molina, Nishiki, Tavares, and Chair Hokama. 

NOES: None. 

EXC.: Councilmember Arakawa. 

ABSENT: None. 

ABSTAIN: None. 

MOTION CARRIED 

ACTION: Recommending FIRST READING of proposed bill and FILING of 
communication. 

CHAIR HOKAMA: Any announcements? Seeing none, this meeting is adjourned . 
. . . (gavel) . .. 

ADJOURN: 10:49 a.m. 
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